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RIGHT TO JOIN FEDERAL HOME LAND BANK. 
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Rure~u of Buildi ng ond Loan SuperYision 
Jefferson City , Missouri 

~L J 

This office acknowledges receipt of your letter dated 
FebruRry 9 , 1933, in which you inquire as follows: 

•1. Has a Missouri eesooiation the authority to 
pledge its asset• ~· security for a lo~n? 

2. Has an associ~tion the authority to borrow 
money outeide of the Sta te of Kieeouri and eend ita 
r- esets beyond the border of the Sta te, outside the 
jurisdiction of t h ia Department and • i•aouri Courts? 

3. HaYe the officers oZ iasouri associations 
the right to join the Federal Home Land B~nk and thereby 
b ind members to a joint and seYera l l~ability that was 
not conte~lated wheu they became members end without 
their kno~ledge pnd consent?• 

1 

The assets of a build ing and loan associa tion under the l aws 
of issouri consist of ~Pyments on ~ ooount of stock, interest, 
oremiums, fines P- nd fees, together with the obligatlona of the 
shArehol ders of the a ssoci ~ tlon, so th t I t Pke it your inquiry 
number one is ~hether the obligations of the shareholders of the 
associa tion may be nledged as security for a lopn to the ~ ssociation. 
Under Section• 5594 and 5597, Lpwa 1931, pages 149 and 15l,loAns or 
adv~noemente m8de to shareholders must be on a non-negotiAble note 
executed by the shareno l der,aecured by a first mortgage or deed of 
trust on real estate end ocoapanied by a transfer p ledge of the 
shares of stock of the member obtaining the loan or adYanoe. 
The term non-negotiable p S used in the fo regoing section h~ a been 
construed in the c~ ae of L yton v. Hough, 169 Missouri •ppeal, 213 , 
329 , r e follows : 

•The st~ tute i tself regul~ting these comp~nies, when 
providing 1n whPt i s now section 3392, R. s . 1909 
th~t they e re non-negotirble, does no more than p~t 
into the st ~ tute . construction thnt h~d long before 
been ~pplied by the cour ts , in holding tha t notea, 
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fiTen t o these coapaniee, are not co ... rclal peper. 
See Sappington T• Aetna Loan Co . ,auprp). By the 

statute it ie proTided, that wtor eTery loan or 
a.clTanoe aacle aa aforesaid, a DOn- negotiable note or 
a bond secured oy first mortcage or deed of truat on 
real eatate ehell be giTen, aooo8panied by a transfer 
and pledge of the aharea of stock of the aeaber or 
aeabera ao obta iniag a loan or adY&nce. 8F1d 
aharea eo transferred and pledged shall be held 
by (the) corporation a• ad41tioaal or collater al 
security tor the pertoraance of the agreeaenta, 
coTenant• and conditione of said note or bond and 
mortgage or deed of truet• . Aa •• conetrue this 
tera •non-negot t able•, a• applied to thoae building 
end loan ooapan1ee, it aeane noa-aaa1gnable• . 

the notes of the ehareholdere would not baTe Y&lidlty aa 
pledged aaseta unleee euch note• were aaeigned aa collateral 
security. Under the aboYe holding we think the notee would not 
be eaalgnable tor any purpoee and tneretore answer your inquir7 
nuaber one in the negatiTe . 

Section 5807 Laws 1931, page 156, authorizes a building 
and loan aesooiation it eo proTided 1n ita by- l awe to borrow 
.aney tor certa in purpoeea, eo that 1n the ttrat piaoe whether an 
aeeociation 1• authorised to borrow .aney under any cirouaetancea 
dependa on whether or not auch ~thorlty ia g1Ten by the by- lawa. 
While we do not find anJ adjudication• on the auojeot, no reason 
appear• if an aeeoctation baa authority to borrow ~ney why it 
oould not borrow .oney beyond as well as in the State of Missouri. 
The anner to your inquiry nuaber one answera the re•alnder of 
your inquiry nu.ber two . 

Aa to your tnqulry nuaber three, it i s well settled and 
needs no citation that the obllgatione of contract• can not be 
1~a1red by acta done or eTen Leglelatton enacted aubeequent to 
the entering into of the oontraot . Therefore unleee the contract 
proTides that an aasoclatlon aay Join the Fedaral Hoae Land Bank 
or unleas the l aw gaTe such right ~t the time the contract was ~de 
then your iaquir7 ~uaber three would be anewered in the negatiTe. ' 
You do not eub.it a fora of contract nor do you etate the date 
when the contract 1nqu1re4 about waa entered into, t herefore we are 
uaable to further anewer your iaqulry n\&llber three . 

APPROVED: 

lttorney Gener a l. 

GL :LC 

Very truly youre, 

0 I LIDRr LAJIB 
Aeeletant Attorney Genera l . 


